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02 APR 1958

MEMORANDUM FOR: Mr, Coffey

SUBJECT : Retirement Proposals

1. Attached hereto is Bob Wattles' comments on the proposed retire-
ment incentive amendment to the Foreign Service Act. Yesterday I forwarded
to you the optional-trial retirement program that is in effect for both USDA
and USIA. While each of these proposals is of interest I do not think that
these are structured to serve Agency needs at this time, I would suggest
that you hold these in reserve and not circulate them but be prepared to
introduce and discuss them if the retirement packet which I sent out yesterday
is the subject of a meeting called by the Executive Director. On the proposal
that I sent out the cost figures are very discouraging but this could easily
be rectified by reducing the percentage of the formula for paying the difference
between the annuity received and the salary of the employee at the date of
retirement,

2. 1 do not see that our problem in the Agency warrants our serious
consideration of the incentive amendment to the Foreign Service Act. On
the other hand, if the proposal for a CIA Reserve is not favorably considered
then I think the optional-trial retirement of USDA and USIA would have some
merit, can provide you staffing but I suggest that you personally
follow these proposals very carefully and be prepared to personally speak
to these at any meeting called by the Executive Director.

STAT

STAT

R. L, Bannerman

Att: Memo dtd 22 Mar 68 for DD/S
fr D/Pers, subj: Comments on
Proposed Retirement Incentive
Amendments to the Foreign Service
Act
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26 March 1968
NOTE FOR: Mr, Bannerman

As mentioned at today's Noon Meeting, here
is Mr. Wattles' response to your request to give you
his thoughts on the State Department Incentive Proposal,

I have merely one thought for consideration:
‘The State Department is going for a one shot solution
based on BALPA, If we do elect to go for such a one
shot program, would we not be closing the door to
possible incentives for a long-range continuing program
to attract retirees over the long haul, The figures
estimated by Mr. Wattles also make me wonder whether
this one shot approach is worth the candle,
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4 March 1968
Director of Personnel
SES56 Headquarters

Bob:

Per our telecon. Please advise STAT
your thoughts and reactions to this
proposal,

R. {merman

STAT
Deputy Director for Support
7D26 Headquarters
DD/S:RLB:magq
Distribution: ‘
Orig - Adse w/2 cys of "A Bill to amend the Foreign Service Act of 1946 entitled 'Retirement

- Incentive"”
T J0/S Subject w/cy Att
1 - DD/S Chrono
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’w!ﬂrThat the following new heading and section be added immediately

| "i\ﬂ;l}of 1946 ‘as amended

"ﬁl'the date of his separation from the Service and June 30 1970':

'iof the United States of America in Congress assembled

Be it enacted by the Senate and House of Representatives

jﬁfunder section 636 prior to.April l 1969 shall have his o

ifcreditable service increased by the period of time between . ‘

TProv1ded That his total service credit does not exceed 40

ﬁ:yearS'h and Provxded further,_That the pro;ected serv1ce doeszls

T{follow1ng section 1112 of title XI of the Foreign Service Act'"ﬁ'“”"ﬁ

e "RETIREMENT INCENTIVE

L _nSEC 1113 (a) Any participant who retires voluntarily;gg;'T‘

;'not extend past the date of bis mandatory retirement pursuant f;f*;l'-

“‘x

ito section 631 ‘or 632 or the date he would complete the maximum‘”.'f

period during which he would be permitted to remain in the N

; Service under regulations prescribed pursuant to section 633

High-five average salary shall be computed for such a

participant as’ if he performedilervice at his final salaryw

rate during thc pcriod .
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: : o : !
‘{-"(b)A Amounts equivalent“tolretirement deductions of 5
‘i?6% percent of the final salary rate of each former partic1pant:; :
_fwho retired and received a benefit under subsection (a) hereofﬂf;w;fif
;fjshall be deducted from the annuity of each such- former ;':q ”'. ' ;
'A 'participant. Such deductions shall be made from annuities ) o
'accruing to the former participant during the period of the “ j
””ifprOJected service credited under subsection (a) All such ) é
‘:deductions shall be matched by contributions to the. Foreign Ay

L Service Retirement and Disability Fund from the appropriation
'ﬁf,used ‘to pay the former participant s final salary : Such= ;'f'f;faf .@‘
matching contributions shall be paid on the first of each

3imonth in the same manner as matching contributions paid in Vt

J‘n'ﬁf.accordance with section 811.". g:f:

\ !
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A o

:‘ of more senior officers in the Service in order to bring_“

'u'Explanation ‘and Justification of a bill B
to provide a retirement incentive to - '
participants. in the Foreign Service °

_Retirement and Disability System

The Foreign Service Retirement and Disability System

. was desxgned with the obJective of accelerating retirement

'men to the top while still vigorous and receptive to new

ideas. With a Foreign Service officer corps of 2500 men .

o provisions for selection-out and voluntary retirement at;

- age 50 resulted in a satisfactory rate of separation of

, the more senior officers. Beginning in the mid fifties

~ the Foreign Service officer category was expanded and is

 now at the 3500 level. Wlth this larger number of Foreign

4 ;~_the senior level has not kept pace w1thw§be expansion

:to selection-out. This reduction in time in-class regulationsj;tlf

Approximately one year ago the Department announced a

5 3 £

eduction in the number of years a Foreign Service officer '

- may remain in class without promotion before begoming subject

-ﬂv

;}will result in a aubstantial increase in the number of

”'pjofficers separated from the Service by selection-out this.

 _year. However, ‘other means must be deVised to effect an

. N ‘3 u;»-
Lo ) [ Lo e e

|

Thge
v

‘f Service officers, the rate. of'separation,-particularly at_p;-;ff;“;;.;

ool Eor Daloace 2006/10/14 - CIA-RDP84-00780R002400020038-5
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jlfadditional number of separations and it. is believed that P

f"VService Retirement and Disability System and who is eligibleiid’

‘\'»because of disability, for age or because of selection-out

0 The measure will benefit only those who could remain in Service b ;af3

et

ui"this can be accomplished by the prOViSion of an incentive |
'if-to Foreign Service personnel to retire voluntarily The ;Afy
.q‘issuance of the President s January 18 1968 directive w
: calling for a reduction of U. S overseas personnel prov1des
b'an appropriate opportunity for the enactment of temporary
-1x1egislation that will result in accelerated retirement lhe?ib} o
'Naccompanying bill would provide such an incentive. )
’ If enacted the measure would permit an officer or .

.employee of the Service who is a participant in the Foreign

'f.to retire voluntarily, to do so- any time after enactment and ? o
ifibefore a specified date and receive an annuity on the basis |
'-of service credit progected beyond his date of retirement
| The measure is designed so that no. benefit will accrue:;l'fly“ulgp

. -to any officer or employee who. dies in’ Service or who retires“"ﬁff””'

ih;ibut who choose to retire voluntarily before April 1 1969

f The: bill also provides for a reduction in the annuity |
u?of each officer or employec benefited thcreunder by an amount iiﬁ'.i; ‘i
7_equa1 to a retirement contribution of 6% percent of the parti- L

‘f"cipancus final salary rate.i ‘This deduction from annuity would

, Cemwic 4.-.‘_..‘,, Bowdan . fa;-_;:, e

. b
.
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'1£Mbe continued for_ the duratxon of the perlod of the progectediﬂ~ﬁ”“
o "'-'“service.A Thls amount would be matched and paid into the
f'}retirement fund by the Department exactly as if the offxcer

- or employee had rema:.ned in t'he Serv:.ce during the period of“_‘

the progected servxce. 3.“ ‘
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//COST AND SAVINGS ESTIMATE ~ * -

.‘¥7:fSalary Savingsl:b

No. retiring under ° . '~ .~ Estimated year .. . ' Estimated salary -
incentive plan be- .- " -’ this group would,.,'_‘ ‘savings resultlng
: tween July 1, 1968 - ' - retire without - . from early
~and April 1, 1969 ' . . . - incentive v 7 retirement

'f?foumber,_f: FY

o500 - 1969 . §¢ 0
©1100 .- 1970° - .° . 2,200,000
.75 .. 1971 % . . 3,500,000 -
| 50 1972 7 - 3,600,000
Tt o 251973 - 2,500,000 .
300 . . . 300 Total.  $11,800,000 .

f? 67, Retirement Contribution Cost

_*. - 6%% Dept. retirement
.. contribution for period
. of projected service

_- - Paid during FY 1969 L "4‘$245,000 ; Bt
| Paid-during FY 1970 . _420,000

. 0.'$665,000

*';Terminal Leave Cost

- -:Additional Terminal leave & - . .= .
. payments accruing during - .
. FY 1969 for 250 retirees ‘jfffa B AT
" (50 retiring in FY 1969 St $2,250,000 0 T
;'not 1ncluded) s g S ool e

" Retirement Fund Cost:vt' e e T
(not an S&E expense) . oo il

7" Total cost to retirememt T . ' .
U fund paid over lifetime. f»}; S Do
; of retlrees e T~w~-'vff”* ;’$6,000;OOO'H? Lo

t
I
b
i
!
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- Class

Saiaky Vta.ti.e".l" uly 19

Annuxt:y wit:h service pro_‘]ecced
', to 6/30/ 70

'Percem:age increase in annuity.
g vit'n retirement on: - -

: 7/1/68 w/24 mos,
"'12/31/68 w/18 mos,

ptojec&d serviee "
I . 3/31/69 w/15 mos. .. ™

" 64% retirement contribution -
per year for projected period

Ch of M.
‘_Class 2

U, $29,500

19,700

Career

Minister

§28,000 .

PROJECTED—SERVICE RETIREMENT INCENTIVE e )
Service l’rojected to 6/30/70 for those Retiting by 3/31/69

$27,990

$26,850

13,900

" $1,75 $1,400 § 900 “§ 600

$21,500 §13,750 $9,150

10,700, 8,500 5,700 .

.
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.-“Jifof 1946 as amended

»93fithe date of his separation from the Service and June 30 1970

?of the United States of America in Congress assembled

;fTo amend the Foreign Servxce Act of 1946 as amended and s

gfor other PurPOses, ,,:t,pd

Be it enacted by the Senate and House of Representatives jg/,»ff

C?igThat the following new heading and section be added immediately

"fffollowing section 1112 of title XI of the Foreign Service Act

Tf¢ under section 636 prior to.April 1 1969 shall have his

EJcreditable service increased by the period of time between l

i{fProvided That his total service credit does not exceed 40

N "RETIREM.‘.NT INCENTIVE

' “'7»"SEC 1113 (a) Any participant who retires voluntarily

Z?year5°. nd Provided further That the projected service does f;i

.yinot extend past the date of his mandatory retirement pursuant
tto section 631 or 632 or the date he would cOmplete the maximum
rperiod during which he would be permitted to remain in the o
TService under regulations prescribed pursuant to section7633
?“igh-five average salary shall ‘be computed for such a :
iparticipant as’ if he performed service at his final salary .

ﬁrate during'the period of projected service.e
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"(b) Amounts equivalent to retirement deductions ofl'-’4

‘ B

t6% percent of the final salary rate of each former participanttf‘ti

'ifwho retired and received a benefit under subsection (a) hereofm&vmifij
-y:shall be. deducted from the annuity of each such’ former f.;_.-‘
v.ﬁparticipant. Such deductions shall be made from annuities

tl"_accruing to the former participant during the period of theﬁ'

"ﬁﬂfgprojected service.credited underjsubsection (a). All such S
'Zdeductions shall be'matched by'contributions:to the,Foreign
Service Retirement and Disability Fund from the appropriation

ﬂ:,used to pay the former participant s final salary. Such

fxifmatching contributions shall be paid on the first of each !ﬁf;«é

: imonth in the same manner as matching contributions paid in 1f3

”ﬁ*”accordance with section 811 "

B
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Explanation “and Justification of a bill L
to provide a retirement incentive to ‘
participants.in the Foreign Service ~

Retirement and Disability System

The Foreign Service Retirement and Disability System

' ';:'was designed with the obJective of accelerating retirement

of more ‘senior officers in the Service in order to bring
men to the top while still vigorous and receptive to new

ideas. With a Foreign Service officer corps of 1500 men

o provisions for selection-out and voluntary retirement at-

age 50 resulted in a satisfactory rate of separation of

. the more senior officers. Beginning in the mid fifties
:'the Foreign Service officer category was expanded and is o
now at the 3500 level ith this larger number of Foreign

- Service officers, the rate.of separation, particularly at :;

= the senior 1eve1 has not kept pace with the expanSion.'

Approximately one year ago the Department announced a

’””jsreduction in the number of years a Foreign Service officer '

. may remain in class without promotion before becoming subject S
f'to selection-out. This reduction in time in-class regulations:fr[f‘

';,will result in a substantial increase in the number of

'”:‘fofficers separated from the Service by seleetion-out this 5

'-year. However, other ‘means must be devxsed to effect an

AT
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rffiadditional number of separations and lt is believed that ;

f7this can be accomplished by the prov1Sion of an incentive

;s{to Foreign Service personnel to retire voluntarily The ;,f‘.
:7fpissuance of the PreSident s January 18 1968 directive
*“l’_calling for a reduction of U. S overseas personnel provides hifi
';'an appropriate opportunity for the enactment of temporary
ﬂa'ﬁg?°legislation that will result in accelerated retirement. Ihe{h:?tﬁ“’j-
liaccompanying bill would provide such an incentive. -
g If enacted the measure would permitlan officer or

H"employee of the Servxce who is a participant in the Foreign

:"'Service Retirement and Disability System, and who is eligible e
"T'f to retire voluntarily, to do so - any time after enactment and h B
:ibefore a specified date and receive an annuity on the basis |
w'f.of service credit projected beyond his date of retirement.,’-':Eﬁf{;;if._
| The measure is de81gned s, that no benefit w111 accrue‘diiihf?wl;;7
- '-ov any officer or emplovee who cues i»n Service“ or who retires :

*ocause of disability, for age or begausg of selection-out

ne measure Will benefit only those who could remain in Servicelp‘olﬁ‘ib
|t who ~choose to retire voluntarily before April 1 1969

e " The bill also provides for ‘a reduction in the annuity

'f Ai of each officer ox emplo ae benefited thereunder by an amount f27 :'? o

bgg of 6% percent of the parti- ff

e.,‘;‘k T

:;if ) oipant'g g;nal sa}gry ;ate.. Tﬁis deduction f:omaannuity would:

. .
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'be continued for the duratlon of the perlod of . the prOJected

. This amount would be matched and pald into the

fﬂ»retirement fund by the Department exactly as 1f the offlcer

-.or employee had remalned in the Service during the period of

&

the projected service. f$ o
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cosT_AND SAVINGS‘ESTIMAfE  ,_ani.l;}I7;¢~;:v:7'

; *7£,Salarj Savings"b

- No. fetiring,under.f*J5}"ff' Estlmated year ”::-1-7“ Estimated salary L

:: incentive plan be- ‘. ...’ this group would: - savings resultlng
" tween July 1, 1968 -~  retire without  ;.;, ~ from early ‘

and April 1, 1969 -~ . . . - incentive ' 5’3’7'1'ret1rement

_ Number, ' = FY

Coosol - 1969 . T § o

© 100 .-, 1970 - - . 2,200,000
T9s . 1971 . .. 3,500,000 -
50 -- 1972 .~ - . 3,600,000 -

s 281973 - 1 2,500,000
300 .. 300 Total.. $11,800,000

f” 6%7% Retirement Contribution Cost .

. - 6%% Dept. retirement
. . contribution for period
.~ of projected service

" Terminal Leave Cost

~Additional Terminal leave. -~ . -
- payments accruing during s
i FY 1969 for 250 retirees QT“V'
. (50 retiring in FY 1969

not 1nc1uded) e

" Retirement Fund Cost' o
" (not an S&E expensql

szotal cost to retirement
~fund paid over lifetime .
*'of retxreeS'“ .

" patd during FY 1969 . $245,000°
' Paid-during FY 1970 . _420,000 - ..

1 8665,000

e

..

"“f $2;2$0,oQo ]i;ﬂ£;iY;;<a
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PROJECTED-SERVICE REHREMENT INCENTIVE o T
Service Projected to 6/30/70 for those Retiring by 3/31/69

ch ofM. "_Cneer B Lo LT e
- c1ass 2 Minister FSO-1 = _FS0-2 FS0-3 FSS-‘3 © _FSS-6

. Sal'ai-y rate’ J'uiy 1968 . ,Aszy,_spo §28,000 . $27,990  $26,850 $21,500 $13,750 $9,150

vAnnuity with service projected
to 6/30/20 R

.‘.-

18,350 18,200, 13,90 10,700, 8,500 5,700

‘Percentagé increase in’ annuity
. -'irlt‘h tetirement on: .

7/1/68 vIle mos. projected service. .
"12/31/68 'w/18 mos, -
3/31/69 wll mos. *

V 6%1 retirement éontributioﬂ' R
per year for projected period -

§1,800° $1,800 $1,750 $1,400 § 900 § 600
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